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Dominican Republic's Stand-By Arrangement with Fund 


The Dominican Republic on December 21 entered 
into a stand-by arrangement with the International 
Monetary Fund which authorizes drawings up to 
$11,250,000 during the following 12 months. 


The Dominican Republic suffered a further decline 
of its export earnings in 1959, owing mainly to lower 
prices for sugar, cacao, and coffee, the country’s three 
leading export products. An improvement in export 
earnings is expected for 1960, and the Government 


has undertaken a stabilization program, based on poli- 


cies of fiscal and credit restraint, which is designed to 
make increased export earnings available for a strength- 
ening of the country’s international reserve position. 
The Dominican peso is fully convertible under Arti- 
cle VIII of the Articles of Agreement of the Fund. 
Source: International Monetary Fund, Press Release, 
Washington, D.C., December 21, 1959. 


IBRD Loans 


Loan to Suez Canal Authority 


The International Bank for Reconstruction and 
Development, in participation with nine private insti- 
tutional investors, on December 22 made a loan equiv- 
alent to US$56.5 million to the Suez Canal Authority 
for a program of improvements to the Canal. When 
the program is completed in 1961, the Canal will be 
widened and deepened to accommodate ships with a 
draft of 37 feet (about 46,000 deadweight tons), com- 
pared with the present maximum of 35 feet (about 
36,000 deadweight tons). The Authority will also 
have the modern plant and equipment it will need to 
provide efficient service to ships using the Canal. 

Participations in excess of $5 million, without the 
World Bank’s guarantee, have been arranged with the 
following private banks: Bankers Trust Company, 
Bank of America N.T. & S.A., The First National 
City Bank of New York, Morgan Guaranty Trust 
Company of New York, The Chase Manhattan Bank, 
The Bank of Tokyo Ltd., Chemical Bank New York 
Trust Company, The Hanover Bank, and The Riggs 
National Bank of Washington, D.C. 

The total cost of the program is estimated at the 
equivalent of LE 37.6 million (US$107.9 million). 
The Bank’s loan will cover the foreign exchange 
requirements; the remaining costs are being met by 
the Suez Canal Authority from its own resources. 

The loan is for a term of 15 years and bears interest 
at 6 per cent per annum, including the 1 per cent com- 
mission which is allocated to the Bank’s Special Re- 
serve. Amortization will begin March 15, 1962. Under 
the loan agreement, the Suez Canal Authority will keep 
funds in reserve from its current revenues in order to 
provide the service for the Bank loan. The loan is 
guaranteed by the United Arab Republic. 


Loan to Chile 


On December 30, the International Bank for Recon- 
struction and Development made a loan of $32.5 mil- 
lion for further development of electric power in Chile. 
The larger part of the loan will help to finance a 
280,000-kilowatt hydroelectric plant to serve central 
Chile, which contains the leading centers of industrial, 
commercial, and agricultural activity. The remainder 
will help to finance a 15,000-kilowatt thermal electric 
plant in northern Chile, especially to supply power to 
the iron mines there. 

Girard Trust Corn Exchange Bank and Grace Na- 
tional Bank of New York are participating in the loan, 
without the World Bank’s guarantee, to the extent of 
$175,000, representing the first maturity and part of 
the second, which fall due April 15 and October 15, 
1963. 

The loan was made to Empresa Nacional de Electri- 
cidad §.A. (Endesa) and Corporacién de Fomento de 
la Produccién (Fomento), as coborrowers. Endesa is 
a joint stock company, owned almost entirely by 
Fomento. It was established in 1944 to plan electric 
power development in Chile and to provide power 
facilities not provided by private companies. Fomento 
is a government agency responsible for promoting eco- 
nomic development in Chile. 

The total cost of the two power projects is estimated 
at the equivalent of $72.3 million. The Bank loan will 
cover the foreign exchange requirements; the local 
currency costs will be provided by Endesa from its 
own resources and from funds provided by Fomento. 
All major equipment for the power plants will be 
procured through international competition. 

The loan is for a term of 25 years and bears interest 
of 6 per cent, including the 1 per cent commission 
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which is allocated to the Bank’s Special Reserve. 
Amortization will begin April 15, 1963. The loan is 
guaranteed by the Republic of Chile. 

This is the Bank’s eighth loan in Chile and brings 
total lending there to $106.2 million. Previous loans 
have included $28.5 million for the development of 
Endesa’s power system; other loans have financed the 
development of agriculture, the expansion of coal 
mines, and the construction of a pulp mill and a news- 
print plant. 


Loan to Uruguay 


The International Bank for Reconstruction and 
Development on December 30 made a loan to Uruguay 
equivalent to $7 million for a program to foster the 
use of improved methods in pasture development and 
livestock production. In three years, the resulting 
increased output should add $3-4 million annually to 
the income of the 600 farms participating in the pro- 
gram; since nearly all the new production will be sold 
abroad, export earnings should rise nearly as much. 

The program will be administered by the Honorary 
Commission for the Livestock Plan, a quasi-autonomous 
body in the Ministry of Livestock and Agriculture. On 


the recommendation of the Commission, the Bank of 
the Republic will extend credits to farmers participat- 
ing in the program from a special Livestock Fund 
established for this purpose. The Livestock Fund will 
be made up of a loan of Ur$4 million from the Bank 
of the Republic and the proceeds of the World Bank 
loan, supplemented by other resources to be provided 
by the Uruguayan Government. 

The total cost of the program during the three years 
is estimated at the equivalent of approximately Ur$110 
million (US$11 million); the participating farmers 
will themselves provide about Ur$30 million, and the 
remainder will be financed from the Livestock Fund. 
The World Bank loan will cover most of the foreign 
exchange requirements during the three-year period. 
Equipment and materials will be imported through 
normal trade channels. 

The Bank loan is for a term of 12 years and bears 
interest of 6 per cent, including the 1 per cent commis- 
sion which is allocated to the Bank’s Special Reserve. 
Amortization will begin in December 1963. 

Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 
D.C., December 22 and 30, 1959. 





Inter-American Development Bank 

With ratification of its constitution by Bolivia, Brazil, 
Costa Rica, Mexico, and Peru, the capital subscriptions 
authorized to the Inter-American Development Bank 
exceeded the minimum of 85 per cent of the total 
which was required by the end of 1959 if the agree- 
ment to establish the Bank was to come into force 
(see this News Survey, Vol. XI, p. 334, and Vol. XII, 
p. 82). Of the 21 nations which are intended to be 
members of the Bank, 18 have now ratified. Uruguay 
and Venezuela are reported to be working on approval 
and Cuba has stated that it is studying participation. 


Source: The Journal of Commerce, New York, N.Y., 
January 5, 1960. 


Agricultural Surplus Disposal 

As at the previous four sessions of the GATT, the 
U.S. delegation reported to the GATT meeting in 
Tokyo on the U.S. surplus disposal program for agri- 
cultural products under the terms of Public Law 480. 
The report stated that efforts were being continued to 
bring agricultural production into better balance with 
demand, and techniques were being adopted which 
tended to ensure that disposals would lead to increased 
consumption, particularly in the less developed coun- 
tries. Broadly speaking, the United States was dispos- 
ing of its surplus stocks in accordance with policies 
which gave extensive protection to commercial trade, 
both its own and that of other countries, and which 


resulted in additional consumption, developed new 
market outlets, and assisted the development of less 
developed countries. A number of delegations said 
that they appreciated the efforts of the United States 
to solve the problem of surplus disposal, and expressed 
satisfaction at the way in which consultations prior to 
disposal were being carried out. However, the discus- 
sion showed that, while considerable progress had been 
made, the problem of surplus disposal was still far 
from being solved, and the item was again placed 
on the agenda of the session to be held in the autumn 
of 1960. 


Source: GATT Press Release, Tokyo, Japan, Novem- 
ber 21, 1959. 


Europe 


U.K. Stand-By Arrangement with Fund 

The Chancellor of the Exchequer has stated that the 
U.K. Government did not intend to apply to the Inter- 
national Monetary Fund for a renewal of the stand-by 


arrangement, involving $738.5 million, which was due 
to expire on December 21, 1959. This decision, the 
Chancellor said, had been taken in view of the improve- 
ment in the United Kingdom’s external position. 


Source: The Times, London, England, December 18, 
1959. 
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U.K. Industrial Production and Capacity 


The upward trend in industrial production in the 
United Kingdom continued in November, when the 
seasonally adjusted index is estimated at 116-117 
(1954=100), compared with 116 in October, an aver- 
age of just over 113 for the third quarter, and 107 in 
November 1958. In the 11 months to November 1959, 
the seasonally adjusted index averaged about 111, com- 
pared with 106 in the corresponding period of 1958. 


The recovery first seen in the late spring, when con- 
sumer spending was beginning to exert a strong influ- 
ence on industrial activity, continued strongly in the 
second half of 1959. By that time, export demand had 
picked up sharply and seemed likely to continue strong- 
ly in the new year—provided that British prices 
remained reasonably competitive. A certain amount 
of restocking during the autumn and early winter 
added to the effects of the normal recovery in con- 
sumption in many trades. 


Source: The Times, London, England, January 2, 
1960. 


French Trade Liberalization 


A further extension of trade liberalization in France 
became effective on January 1, 1960, with a notifica- 
tion in the Journal Officiel which took the form of a 
negative list of the commodities still subject to quotas. 
This extension increases the percentage of French lib- 
eralization of trade in relation to the OEEC area (cal- 
culated on the basis of 1957 imports) from 80 per cent 
to about 90 per cent. The extended liberalization meas- 
ures also apply in their entirety to the United States 
and Canada, and of 36 tariff items which on Septem- 
ber 26, 1958 were subject to quotas with the dollar 
area while being liberalized with the OEEC, 12 will 
now be liberalized in relation to the United States and 
Canada. 


Sources: Agence Economique et Financiére, Paris, 
France, December 28, 1959; GATT Press 
Release, Geneva, Switzerland, December 30, 
1959. 


Belgian Bank Rate Increase 

On December 23, 1959, the Belgian National Bank 
raised its basic discount rate by % per cent, from 3% 
to 4 per cent. All other interest rates were also accord- 
ingly increased. The purpose of this move is to bring 
Belgian interest rates into line with those in neighbor- 
ing countries and in the United States, and it is 
reported not to have been made in response to internal 
monetary developments. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, December 24, 1959. 


Removal of Netherlands Import Restrictions 
The GATT Secretariat has been informed by the 
Netherlands Government that import restrictions would 
be removed as from January 1, 1960 on a list of prod- 
ucts which includes margarine, sugar, and rice. 
Source: GATT Press Release, Geneva, Switzerland, 
December 18, 1959. 


Switzerland's Relations with GATT 

The Swiss Federal Council having ratified the Dec- 
laration of November 22, 1958 on the provisional 
accession of Switzerland to the GATT, this Declara- 
tion takes effect on January 1, 1960, simultaneously 
with the coming into force of the new Swiss customs 
tariff (see this News Survey, Vol. XI, pp. 183 and 
319). Swiss tariff concessions, as well as tariff agree- 
ments and relations conventions, will accordingly be- 
come effective with Austria, Belgium-Luxembourg, 
Canada, Denmark, Finland, Great Britain, the Nether- 
lands, Norway, and Spain. 

Insofar as, in the absence of ratification, the conven- 
tions concluded as a result of the 1958 GATT negotia- 
tions have not acquired the force of law by January 1, 
1960, the reciprocal concessions will be applied provi- 
sionally. This provision applies to the Federal Repub- 
lic of Germany, France, and Italy. 

Source: GATT Press Release, Geneva, Switzerland, 
December 30, 1959. 


Modification of Danish Dollar Import Restrictions 

The Danish system of import control, which classi- 
fies imports as liberalized goods, restricted goods, and 
other imports (i.e., state trading, imports for re-export, 
etc.), was modified in December 1959 by extending 
the list of countries in which so-called regional import 
licenses can be used. Regional import licenses are 
granted for imports of restricted goods which are not 
subject to bilateral quotas; up to December 15, 1959, 
these licenses could be used for the purchase of goods 
in any of the OEEC countries or in Finland, but since 
that date, importers who have been granted regional 
licenses are allowed to use them for imports either from 
an OEEC country or Finland, or from a dollar country. 
Source: Bérsen, Copenhagen, Denmark, December 18, 

1959. 


Norway's Trade with the United States 

In its trade with the United States, Norway had a 
deficit of only NKr 22 million (US$3 million) in the 
first nine months of 1959, in contrast to a deficit of 
NKr 158 million in January-September 1958; the 
improvement was due mainly to a heavy increase in 
metal exports. Total exports to the United States 
reached NKr 472 million ($66 million), which was 
NKr 133 million more than in the first nine months of 
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1958, and imports declined by NKr 3 million, to 
NKr 494 million ($69 million). 

About 9 per cent of Norway’s total exports went 
to the United States, now Norway’s third largest export 
market, against 6.6 per cent in the first nine months of 
1958. The value of metal exports, chiefly aluminum, 
nickel, and ferroalloys, rose to NKr 264 million, from 
NKr 188 million in 1958. Imports of fruit, fuel and 
lubricating oils, metals, and transportation equipment 
were considerably less than in the 1958 period, while 
imports of grain and grain products, oilseeds, edible 
fats, and machinery were somewhat higher. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., December 10, 1959. 


Tighter Credit Policy in Finland 

By a decision issued by the Bank of Finland in 
December 1959, the upper limit of bills which the 
commercial banks are permitted to rediscount with the 
central bank without paying interest at the so-called 
penalty rate was reduced from 60 per cent to 30 per 
cent of the banks’ own funds, effective January 1, 1960. 
A further tightening of credit is also contemplated, if 
expansion of credit during the next few months should 
endanger monetary equilibrium. The Bank of Finland 
has pointed out that, while in the 12-month period 
ended August 1959 the volume of credit expanded by 
Fmk 17.5 billion, in the next 3 months there was an 
expansion of Fmk 15.8 billion, which contrasted 
sharply with the expansion of Fmk 2.7 billion in 
September-November 1958. The main threat to finan- 
cial and economic stability is, however, now seen as 
coming from the budget deficit envisaged for 1960 
rather than from the recent expansion of bank credit. 
Source: Hufvudstadsbladet, Helsinki, Finland, Decem- 

ber 13, 1959. 


Reorganization of Spanish Textile Industry 

A commission of experts appointed by the Spanish 
Textile Association has prepared a plan to reorganize 
and modernize the Spanish cotton textile industry. The 
plan aims at increasing productivity and reducing 
costs, thereby making the Spanish industry competitive 
with similar industries in other European countries. 

The plan provides for the replacement of a large 
part of the existing machinery, which is old and out of 
date; a reduction in the number of people employed, 
which at present is relatively large; and the creation 
by the combined cotton enterprises of a Cotton Textile 
Fund to provide medium-term and long-term capital 
financing by issuing government-guaranteed Cotton 
Textile Fund Shares on the capital market. To en- 
courage entrepreneurs to destroy obsolete machinery 
and replace it by modern machine tools, the plan also 
provides for indemnities to be paid out of public funds. 
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The plan points out that at present the average out- 
put per spindle in other OEEC countries is 53 per cent 
greater than in Spain, while the difference is even 
greater for production per loom. It is estimated that 
some 500,000 spindles and 20,000 looms should be 
replaced. The plan also recommends the liberalization 
of imports of textile machinery not now manufactured 
in Spain. 

Source: Ministerio de Comercio, Informacién Comer- 
cial Espanola, Madrid, Spain, November 12, 
1959. 


Middle East 


Agreement Between Ethiopia and U.S.5.R. 

An agreement between Ethiopia and the U.S.S.R. 
provides for the use of Soviet credits and an expansion 
of trade between the two countries. Soviet exports will 
include machinery, tractors, motorcars, precision instru- 
ments, electrical goods, pharmaceuticals, and bicycles. 
Ethiopia will export coffee, hides and skins, oilseeds, 
and fish products, in exchange for part of its imports 
from the U.S.S.R., and will also make use of a Soviet 
credit of 400 million rubles. 

Source: Middle East Economic Digest, London, Eng- 
land, December 18, 1959. 


Kuwait Currency 
It is expected that in the near future the Kuwait 
Government will issue its own currency, a Kuwait 
dinar. It will be of the same value as the pound ster- 
ling and will replace the rupees that have hitherto been 
used in Kuwait. 
Source: The Times, London, England, December 14, 
1959. 


Import Licensing in Iraq 
Licenses are now issued freely in Iraq for imports 

of shoes and tobacco products. Under the 1959 import 

licensing program, these items had been on the pro- 

hibited list. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., December 14, 
1959. 


Iraq's Development Program 

Details of Iraq’s development program (see this 
News Survey, Vol. XII, p. 202) show contemplated 
expenditures of ID 78.9 million, ID 142.3 million, 
ID 99.1 million, and ID 56.7 million, respectively, 
during the next four fiscal years. Of the total expendi- 
ture planned for the fiscal year ending March 1960, 
nearly 30 per cent will be devoted to transportation 
and communication projects, 18 per cent to agricul- 
ture, and 16 per cent to public buildings. Transporta- 
tion and communications will be responsible for 26 per 
cent of the development expenditure planned during 
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the following three fiscal years, housing for 22 per 

cent, and public buildings for 13 per cent. 

Source: The Iraq Times, Baghdad, Iraq, December 4, 
1959. 


Agreement Between Pakistan and lraq 

Under an agreement reached on November 11, 1959 
between the Governments of Pakistan and Iraq, Pak- 
istan will purchase 9,000 tons of dates valued at 
ID 140,000 (US$392,000) in the coming year; this 
represents an increase of more than 50 per cent over 
purchases in 1959. In exchange, Iraq is expected to 
increase its imports from Pakistan. The volume of 
date exports from Iraq in 1959 has exceeded the 1958 
volume, and prices have been 20-25 per cent higher. 
Source: The Iraq Times, Baghdad, Iraq, November 20, 

1959. 


Far East 


Indian Import Licensing Policy 
According to a Public Notice issued by the Chief 
Controller of Imports and Exports in India, all import 
licenses (other than licenses issued under the Capital 
Goods and Heavy Electrical Plant schemes and re- 
stricted to a specified country or countries) which are 
valid for imports from the soft currency area, whether 
issued during the current half-year or outstanding from 
previous licensing periods, will be valid for imports 
from the dollar area also, up to 100 per cent of their 
face value, and importers do not have to send such 
licenses to the licensing authorities for any amendment. 
Authorized dealers in foreign exchange may, therefore, 
open letters of credit or make remittances against such 
licenses covering imports of dollar area origin, in the 
same manner as for import licenses specifically issued 
for the “general licensing area.” As a consequence of 
this authorization, Indian imports from the dollar area 
of items other than capital goods are now placed on a 
par with imports from soft currency countries. 
Sources: Reserve Bank of India, A.D. Circular No. 22, 
Bombay, India, December 23, 1959; GATT 
Press Release, Geneva, Switzerland, Decem- 
ber 30, 1959. 


Ceylon’s Bank Rate 
On December 18, 1959, the Central Bank of Ceylon 

raised the bank rate from 22 per cent to 3 per cent. 

The 2% per cent rate had been in force for about six 

years. Subsequently, on December 24, 1959, the bank 

rate was restored to 2% per cent, as directed by the 

Minister of Finance. 

Sources: The Financial Times, London, England, 
December 19 and 28, 1959; The Times of 
India, Bombay, India, December 26 and 27, 
1959. 


Ceylon’s Trade Deficit 
Ceylon had a trade deficit of Rs 212 million 
(US$44.5 million) in the first ten months of 1959, 
against a surplus of Rs 85 million ($17.9 million) in 
the same period of 1958. The deficit for the whole 
year is expected to be higher, as the last two months 
of the year normally show a trade deficit resulting from 
seasonal increases in imports of consumer goods. The 
volume of imports has been relatively high in 1959. 
Source: Ceylon News, 
ber 17, 1959. 


North Borneo Loan Issue 

The North Borneo Government is issuing part of a 
new development loan through the Singapore and 
Malayan Federation markets. Previously, only Singa- 
pore and the Federation raised loans in each other’s 
territories. The subscription lists opened on Decem- 
ber 16 and will close on January 31. The entire loan 
is for $M 8 million, with two redemption dates: 
1965-67, bearing 5% per cent interest, and 1974-76, 
bearing 6 per cent interest. It is required for the devel- 
opment of water and electricity supplies, telecommuni- 
cations, civil aviation, and drainage. The loan interest 
is tax free for residents of North Borneo. 
Source: The Financial Times, London, England, De- 

cember 15, 1959. 


Colombo, Ceylon, Decem- 


Agricultural Assistance in Korea 

On November 26, 1959, the Ministry of Finance of 
Korea proposed that the proceeds of a hw 10 billion 
issue of Agriculture Bank debentures, to be offered in 
1960, be used to aid farmers. Of the total issue, hw 5 
billion would be set aside for the purpose of reducing 
debts with high interest rates (average curb rates of 
interest were about 40-60 per cent per annum in 
1959); the remainder would be used to make loans to 
farmers, who then would not have to resort to high- 
interest loans. 

The plan provides that a maximum of hw 100,000 
may be loaned, at 12 per cent per annum, to an 
individual farmer who tills an area of less than five 
acres and who now carries the burden of borrowing at 
usurious interest rates. The loans would be repayable 
by annual installments over a maximum period of ten 
years. 

Source: The Korean Republic, Seoul, Korea, Novem- 
ber 26, 1959. 


Philippine Special Import Tax 

The special import tax which, under the terms of 
the revised U.S.-Philippine trade agreement of 1956, 
was to replace the 17 per cent foreign exchange tax 
previously imposed in the Philippines has been reduced 
to 10.2 per cent from 15.3 per cent, effective Janu- 
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ary 1, 1960. According to the trade agreement, the 
import tax was to be reduced, from an initial rate of 
17 per cent, by 1.7 per cent each year until by Janu- 
ary 1, 1966 it would be completely eliminated. Instead 
of the reduction required by this timetable from 13.6 
per cent in 1958 to 11.9 per cent in 1959, the tax was 
raised to 15.3 per cent under an escape clause which 
provides “that if as a result of applying this schedule, 
the total revenue from Philippine customs duties and 
from the special import tax on goods coming from the 
United States is less in any calendar year than the 
proceeds from the exchange tax on such goods during 
the calendar year 1955, no reduction need be made 
in the special import tax for the next succeeding calen- 
dar year, and, if necessary to restore revenues collected 
on the importation of U.S. goods to the level of the 
exchange tax on such goods in calendar year 1955, the 
Philippines may increase the rate for such succeeding 
calendar year to any previous level provided for in this 
schedule which is considered to be necessary to restore 
such revenues to the amount collected from the 
exchange tax on U.S. goods in calendar year 1955.” 
The reduction of the tax rate now announced means 
that the normal schedule has been resumed. 


Source: The Journal of Commerce, New York, N.Y., 
January 5, 1960. 


United States and Canada 
U.S. Balance of Payments 


U.S. receipts from exports of goods and services and 
from investments of other countries in the United States 
rose by about $450 million in the third quarter of 
1959, on a seasonally adjusted basis. Total U.S. pay- 
ments, including imports of goods and services, govern- 
ment aid, and the outflow of private capital, were vir- 
tually unchanged. The rise in receipts relative to pay- 
ments, however, was not reflected in the net transfers 
of gold and short-term dollars abroad, which continued 
at the second-quarter rate of somewhat more than $1 
billion. Some of these transfers were believed to repre- 
sent payments for transactions which occurred in the 
second quarter of the year. 

Merchandise exports rose from a seasonally adjusted 
annual rate of $15.7 billion in the second quarter to 
$17.3 billion in the third, one of the largest quarterly 
increases in recent years. About one half of the increase 
was in exports of raw and semimanufactured nonfarm 
commodities, about one third in agricultural commodi- 
ties, and the remainder in finished manufactures. The 
expansion in industrial production abroad was one of 
the factors stimulating the export rise. Cotton and coal 
exports were still lower than a year earlier, but exports 
of the former were expected to rise in the fourth quar- 
ter. Merchandise imports were little changed in the 


third quarter, and would have been lower except for 
the effects of special influences, including the impend- 
ing dock strike in October and the marketing agree- 
ments of coffee-producing countries which encouraged 
coffee imports in anticipation of higher prices. 

Government net grants and capital transactions de- 
clined in the third quarter and were less than a year 
earlier, mainly as a result of smaller disbursements by 
the Export-Import Bank. The net outflow of private 
capital was reduced in the third quarter, owing mainly 
to large second-quarter transactions involving pur- 
chases by U.S. enterprises of securities of their own 
subsidiaries from minority holders. 


Of total net payments during the third quarter, about 
$160 million was transferred in gold and over $1 billion 
in dollars. Gold sales were about $360 million, slightly 
less than in the second quarter, but these sales were 
partially offset by purchases of $200 million from the 
International Monetary Fund. Foreign countries and 
international institutions increased their holdings of 
government securities by $1,150 million, while deposits 
declined. This development reflects the rising rate of 
interest on U.S. Government securities. Gains in gold 
and dollar assets continued to accrue mainly to the 
advanced industrial nations, particularly the United 
Kingdom, France, Italy, Japan, the Netherlands, and 
Canada, although various underdeveloped countries 
also improved their reserve positions in the third 
quarter. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D.C., December 1959. 


Industrial Production in Canada 


The seasonally adjusted index of Canadian industrial 
production rose to 170.8 per cent of the 1949 average 
in October, 2.3 per cent above the previous month. 
The increase was strongest in durable goods manufac- 
turing, amounting to 4.6 per cent. Nondurable goods 
manufacturing also increased, while mining declined 
slightly. Among durable goods manufactures, motor 
vehicle production increased almost one fifth and out- 
put of wood products by 15 per cent, the latter reflect- 
ing a return to prestrike production levels. Output of 
iron and steel continued the expansion that has been 
evident since late 1958. Most nondurable manufactur- 
ing groups also showed increases in October, the largest 
increases occurring in tobacco products, beverages, 
leather and textiles, printing and publishing, and chem- 
icals. The decrease in mining production resulted 
from smaller output of iron ore, coal, gas, and petro- 
leum, only partially offset by larger output of gold and 
other nonferrous metals. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, December 23, 1959. 
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Latin America 
Organization to Study Economic Problems in South America 


Chilean and Brazilian industrialists have agreed pro- 
visionally to the formation of an organization, which 
representative bodies of other South American coun- 
tries will be invited to join, to study economic and 
industrial problems of common interest. In particular, 
the proposed organization would study the establish- 
ment of uniform specifications and technical norms 
for countries of the planned free trade area (see this 
News Survey, Vol. XII, p. 138), the progressive adop- 
tion of a standard customs nomenclature based on the 
Brussels code, the adoption of common exchange and 
banking methods, and the compilation of general infor- 
mation on industry: throughout South America. 

Chile’s trade agreements with Argentina and Brazil, 
which were to expire at the end of 1959, are being 
renewed for a further period, pending the formation 
of the free trade area. 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, No- 
vember 21, 1959. 


Economic Developments in Mexico 


The $75 million stabilization arrangement between 
the United States and Mexico, which entered into oper- 
ation in 1941 (see this News Survey, Vol. X, p. 223), 
has been renewed for a further two years. The agree- 
ment provides that, if the need arises, the U.S. Treas- 
ury will purchase up to $75 million worth of Mexican 
pesos for the purpose of stabilizing the exchange rate, 
which is 12.50 pesos per U.S. dollar. 

The international reserve position of the Bank of 
Mexico appears to be strong. The balance of payments 
loans received early in 1959 have been repaid. Of 
the total stand-by credits received from the Export- 
Import Bank of Washington and the International 
Monetary Fund, only $10 million was drawn from the 
$100 million line of credit from the Export-Import 
Bank and $22.5 million under the $90 million stand-by 
arrangement with the Fund. The improvement in the 
balance of payments during the first nine months of 
1959 was the result of an increase of $74 million in 
exports and receipts from services and a $120 million 
reduction in imports. At the same time, total receipts 
from tourism and border trade were $481 million. 

Although the 1959 cotton crop was reduced by al- 
most 700,000 bales, owing to a drastic cut in acreage 
planted, total cotton sales in 1959 brought in $281 
million as stocks accumulated in 1957 and 1958 were 
disposed of. A record corn crop has been harvested 
and a substantial surplus is expected to go into the 
export market. 


The Government has submitted to Congress a budget 
of Mex$10,251 million for 1960, a record high. Ex- 
penditures will be about 9 per cent more than in the 
1959 budget. About 30 per cent of the total revenues 
is expected to come from income tax receipts and the 
remainder from production and sales taxes, import and 
export taxes, fees for public services, and the exploita- 
tion of natural resources. About 25 per cent of the 
total expenditures will be appropriated for transporta- 
tion and communication, and about 18 per cent for 
education, an increase of about 30 per cent over the 
1959 expenditures. A nation-wide school construction 
program is scheduled to begin in 1960. 

Sources: Excelsior, Mexico, D.F., December 1 and 3, 


1959; The Journal of Commerce, New York, 
N.Y., December 22 and 30, 1959. 


Brazil's Exchange Rates 


The Superintendency of Currency and Credit has 
issued an order extending the free market rate to all 
Brazilian exports except coffee, petroleum, cocoa, and 
castor seed products. At the same time, castor seed 
and cocoa cake were moved from the first to the second 
export category. 

Foreign exchange earned from exports of the items 
remaining in the first category, i.e., green coffee beans, 
roasted coffee beans, and cocoa beans, is converted at 
the rate of 76 cruzeiros per U.S. dollar. Exchange 
from exports of other cocoa products, castor seeds, 
and petroleum and derivatives (second category) 
brings 100 cruzeiros per dollar. All other exports will 
receive the free market rate. However, apparently the 
exports newly moved to the free market will be subject 
to a special regime, under which the Bank of Brazil 
pays traders 130 cruzeiros per dollar, the difference 
between this rate and the going market rate (at present 
about 195 cruzeiros) being paid in central bank notes 
of six months’ maturity and carrying interest at 6 per 
cent per annum. 


Source: The Journal of Commerce, New York, N.Y., 
January 4, 1960. 


New Monetary Unit in Chile 

The escudo, the new Chilean monetary unit, which 
was announced at the time of the adoption of Chile’s 
stabilization program in April 1959 (see this News 
Survey, Vol. XI, p. 371), was formally established on 
January 1, 1960. The ratio of the escudo to the peso, 
which remains as a fractional unit, is 1 to 1,000. The 
escudo is also divisible into 100 “condors,” or centési- 
mos. The conversion of prices and claims is to be 
made at the 1 to 1,000 ratio, and the establishment of 
the escudo is not expected to have any effect on eco- 
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nomic conditions, the price structure, or foreign trans- 
actions. It is intended to propose a new definitive par 
value for the escudo as soon as circumstances permit. 
Source: Camara Central de Comercio de Chile y 
Camara de Comercio de Santiago, El Informa- 
tivo, Santiago, Chile, October 28, 1959. 


Other Countries 
Foreign Trade of Australia 


Australia’s foreign trade in the five months to the 
end of November resulted in a surplus of £A 17 mil- 
lion, compared with a deficit of £A 29 million in the 
corresponding period of 1958. Exports, at £A 372 
million, were £A 65 million higher than in the corre- 
sponding period of 1958, and imports, at £A 355 
million, were £A 19 million greater. 


The value of wool exports during the four months 
to October was £A 101.4 million, nearly £A 22 million 
more than in the corresponding period of 1958. Of this 
total, 26.3 per cent went to Japan. Prices for all 
descriptions of wool appreciated steadily throughout 
December, reaching figures which, though 5 per cent 
below those ruling at the opening of the season in 


August, were 25 per cent or more above the prices of 


a year ago. The estimate of total wool production for 
this season has been raised by 20 million pounds, to 
1,690 million pounds. 


The Chairman of the Australian Export Develop- 
ment Council has announced that the Council's esti- 
mate of total export earnings for 1959-60 is nearly 
£A 920 million, about £A 100 million more than in 
1958-59. 


Sources: The Financial Times, London, England, De- 
cember 8, 1959; Australian News and Infor- 
mation Bureau, Australian Daily News, New 
York, N.Y., December 10, 1959; National 
Bank of Australasia, Wool Letter, Mel- 
bourne, Australia, December 24, 1959. 


Development Finance for Nigeria 


On December 31, 1959 the U.S. Development Loan 
Fund signed an agreement to lend $800,000 to the 
Nigerian port authority for the construction of a pro- 
duce warehouse in Lagos, Nigeria. The warehouse 
will have a capacity of 15,000 tons and be used to 
store and handle the rapidly increasing tonnage of 
cocoa and other agricultural products shipped from 
Lagos. 

It has been reported that an affiliate of Mobil Inter- 
national Oil has decided to drill a test well in a 4,000 
square mile concession covering Lagos and part of 
Nigeria’s Western Region. So far, no oil has been 


discovered in this region, though Shell British Petro- 
leum, which has spent some £40 million on exploration 
up to the end of 1958, has found oil in 12 different 
areas in the Eastern Region. Two of these areas are 
now producing and Shell British Petroleum started 
exporting oil in February 1958. Exports of oil by the 
end of 1959 were estimated to earn some £2.6 million, 
and it was hoped to increase them further by the end 
of 1960, to £5.25 million. 


The formation of an Investment Company of Nigeria 
has also been recently announced, with an authorized 
capital of £5 million, to which institutions in Great 
Britain and Europe have already subscribed for one 
million ordinary shares. This company will channel 
funds from abroad into Nigerian enterprises, such as 
food processing and light secondary industries. 

The Government of Nigeria has enacted laws giving 
a five-year tax holiday to pioneer enterprises, and has 
also promised adequate compensation for any subse- 


quent nationalization and the free transfer of any profits 
made in the country. 


Sources: The Financial Times, London, England, 
January 2, 1960; The Journal of Commerce, 


New York, N.Y., January 5, 1960. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, January 1960, shows that 
in November 1959 Bolivia purchased US$3.12 million, 
the Sudan purchased sterling equivalent to $1.2 million, 
and, under stand-by arrangements, Argentina pur- 
chased US$6.0 million and El Salvador purchased 
US$5.5 million. In addition to repurchases of currency 
by France and the Union of South Africa (see this 
News Survey, Vol. XII, pp. 175 and 195), Turkey 
repurchased liras equivalent to $3 million. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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